MONTANA

BUSTNES^UAKTERW
lie a lth Care in
M ontana:

S>A Growing Industry

MONTANA

BUSJNESMMAKnjRW
*1

Health Care in Montana:
A Growing Industry

1 O Montana County
1 ° PopulationEstimates

Rudyard Goode

H

Economic Trends in
Ravalli County

1 Q

Index of Quarterly
1985-89

Paul E. Polzin

15

The Mature Market
Aaron W . Andreason

LARRY GIANCHETTA
Dean, School of Business
Administration
PAUL E. POLZIN
Director, Bureau of Business
and Economic Research
MARY LOGAN LENIHAN
Editor
SHANNON H. JAHRIG
Production Editor
BUREAU ADVISORY BOARD
Lane W. Basso, Billings
Charles Grenier, Columbia Falls
Bradley Hurd, Missoula
Robert McNellis, Helena
William Robinson, Butte
Dwane D. Van Hooser, Ogden, Utah
Roger Young, Great Falls
4994—UM Priming Services

Cover photo by Jeffrey Smith
Public Information Coordinator
St. Patrick Hospital
Missoula, Montana

The Montana Business Quarterly, (ISSN 0026-9921) is published in March, June, September and
December of each year by the Bureau of Business and Economic Research, and is a service
of the University of Montana, Missoula. The subscription rates for the Quarterly are $15.00
per year, $25.00 for two years, $35.00 for three years, and $4.00 per issue. Second class postage
paid at Missoula, MT 59812. POSTMASTER: Send address changes to the Montana Business
Quarterly, Bureau of Business and Economic Research, University of Montana, Missoula MT
59812.
Contents of the Quarterly reflect the views and opinions of the authors and do not necessarily
represent those of the Bureau, the School of Business, or the University. The contents of this
publication may be reproduced without the consent of the publisher and/or authors. Proper
credit should be given to the Quarterly and its contributors for the use of any published material.
The Montana Business Quarterly is available on microfilm from University Microfilms 300 N
Zeeb Rd., Ann Arbor, MI 49106.
Reprints of the articles are not available but additional copies of the Quarterly can be secured
at $4.00 per copy.
All inquiries regarding subscriptions, publications, etc., should be addressed to:
Montana Business Quarterly
Bureau of Business and
Economic Research
University of Montana
Missoula, MT 59812

HEALTH CARE

H ealth Care in
M ontana:

A Growing Industry
By Rudyard Goode

The health care sector of our nation’s economy
is large, growing rapidly, and important
to each and every one of us.

ecent reports suggest that nation
T r e n d s
ally about one dollar in every nine
is spent on health care. Are these
same trends occurring here in Mon
tana? This article provides a partial answer otosee the contrast between what happen
that question by (1) comparing Montana’s health
ed in Montana and what occurred in the
care industry trends to those of the United
nation, look at table 1. This shows total covered
States; (2) examining the components of the
employment and health care employment over
Montana health care industry; and (3) report
the 1978 through 1987 decade.
ing the spatial distribution of the health care
For the nation as a whole, total nonindustry within the state.
agricultural employment increased by more
Trends in the health care industry are analyzed
than one-sixth. In Montana, total nonagriusing employment data. For firms with one or
cultural employment was essentially stable or
level. Health care industry employment in the
more employees, workers are covered by the
unemployment insurance program administrated
nation rose by more than 40 percent. In Mon
by the various states. Technically these workers
tana, the number employed in health care grew
are denoted as covered employees. Covered
by more than one-third. In other words, health
employment is not a perfect measure of industry
care in Montana increased at almost the same
activity, but reliable data are available for the
rate as the nation despite the lack of overall
state and for local areas. The definition of health
growth in the state’s economy.
care corresponds to the Standard Industrial
Shifting to the actual change in employ
Classification (SIC) category for “establishments
ment—at the national level, total wage and
primarily engaged in furnishing medical,
salary employment grew by about 15.6 million
surgical, and other health care to persons.”
and health care employment by a little more
There are limitations to the data: (1) They do
than 2 million. In Montana, total covered nonnot include the self-employed, a category which
agricultural employment declined by about
includes many physicians in private practice. (2)
6,000, but Montana’s health care employment
Firms self-classify according to their primary ac
rose by approximately 7,000.
tivity, and some health care organizations pro
A final observation is that as a share of total
vide more than one form of health services. (3)
employment, U.S. health care employment rose
Some organizations may have a health-related
from about 5.5 percent to 6.7 percent over the
component that is secondary to their primary
period. The Montana proportion went from 7.5
activity.
percent to more than 10 percent. Stated difi

R

2

T

Montana Business Quarterly /W inter 1989

HEALTH CARE
ferently, this means that in 1987 about one in
every fifteen workers nationally was employed
in the health care sector; in M ontana it was
about one in ten.
Two conclusions emerge: (1) Despite the lack
of growth in the state’s economy, employment
in Montana’s health care sector increased
almost as rapidly as the nation’s. (2) Health care
employment in Montana was a larger compo
nent of total employment than was true for the
entire United States.

Montana ’s Health
Care I n d u s t r y

Thus, the gain in hospital employment was in
the general and surgical facilities.
P rivate P ractitioners. Private practitioners
employed more than one-fifth of all health care
workers in the state in 1987, making this the
second largest health care category. This frac
tion held steady over the study period. Accord
ingly, growth was the same for the health care
industry overall, about 36 percent. More than
half the practitioner employment was in physi
cian’s facilities; about a quarter was in dentist’s
offices and clinics. In terms of rates of increase,
employment in the offices of other practitioners
had greater rates of growth, followed by den
tist’s offices. Physician’s offices and clinics rose

able 2 shows detailed SIC categories for
four broad groups of health care pro
viders. The first group includes persons
employed in offices of private practitioners.
Employment here includes those working in the
offices of doctors, dentists, and other health care
professionals. The second category consists of
nursing homes. Contained in this group are
skilled nursing care facilities, intermediate nurs
ing care facilities and personal care facilities.
Next is the hospital group; most of the organiza
tions here are general and surgical facilities, i.e.,
non-specialty hospitals. The last broad class is
labeled “Other” and includes medical and den
tal laboratories, outpatient facilities, home
health service providers, and units not classified
in another class or group. The numbers of wage
and salary workers in each group is presented
in table 3.
H ospitals. More than half of Montana’s
health care employment was in hospitals. Of
the overall growth in health care employment,
nearly 40 percent, roughly 2,700, occurred in
hospitals. Over the period, several hospitals
either entered or expanded their nursing home
operations so that some part of the hospital
employment increase may actually reflect the
growing role of this activity. Hospitals, although
still the largest group with more than half the
health care employment, experienced the
slowest rate of growth among the four provider
groups.
Although not shown in table 3, the few
specialty hospitals in Montana experienced
slight declines in employment over the period.

Table 1
Health Care Employment
Montana and United States
1978 and 1987

T
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Thousands of Workers Percent Change
1987
1978
1978-1987

MONTANA
Nonagriculmral employment,
total
Health care

280
20

274
27

86,700
4,792

102,300
6,828

-2.2%
35.0

UNITED STATES
Nonagricultural employment.
total
Health care

18.0
42.8

SOURCE: Montana Department of Labor and Industry, Research and Analysis
Bureau, unpublished data (Helena, MT, 1978-87); U.S. Bureau of the Cen
sus, Statistical Abstract o fthe United States: 1978, table 659, p.394; Statistical
Abstract o f the United States: 1987, table 656, p.398.
NOTE: Employment data excludes the self-employed.

Table 2
Health Care Provider Groups
Private Practice
SIC Class 8011—Offices of Physicians
SIC Class 8021—Offices of Dentists
SIC Class 8031—Offices of Osteopathic Physicians
SIC Class 8041—Offices of Chiropractors
SIC Class 8042—Offices of Optometrists
SIC Class 8049—Offices of Other Health Practitioners

Nursing and Personal Care Facilities
SIC Class 8051—Skilled Nursing Care Facilities
SIC Class 8059—Other Nursing and Personal Care Facilities

Hospitals
SIC Class 8062—General Medical and Surgical Hospitals
SIC Class 8063—Psychiatric Hospitals
SIC Class 8069—Specialty Hospitals, except Psychiatric

Other Health Care Service Organizations
SIC Class 8071—Medical Laboratories
SIC Class 8072—Dental Laboratories
SIC Class 8081—Outpatient Care Facilities
SIC Class 8091—Other Health and Allied Services
SOURCE: Executive Office of the President, Office of Management and
Budget, Standard Industrial Classification Manual: 1972, pp. 321-323.

“Billings,
Great Falls,
and Missoula
are Mon
tana's three
major trade
and medical
centers”
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HEALTH CARE
less rapidly than the overall group rate. Of the
total employment increase in the private prac
tice group, about 40 percent was in the physi
cian establishments with the balance about
evenly split between the dentists and other prac
titioners.

Almost all the increase came from expansion
in outpatient and home health care facilities.
Private ownership and operation of the “Other”
enterprises is the rule.

Table 3
Health Care Employment
by Category
Montana
1978 and 1987

i i Yn other words, health care in Montana
JL increased at almost the same rate as the
nation despite the lack of overall growth in the
state’s economy
N ursing H om es. Nursing homes had the
fastest employment growth over the 1978-87
period with a rise of more than 50 percent. The
increase of about 1,800 workers represented
about a quarter of the total increase in health
care employment.
Detailed data not shown in table 3 reveal that
employment in skilled nursing homes, those
providing higher levels of care, rose about 3,000
to more than three times the level at the begin
ning of the period. Employment in the in
term ediate nursing and personal care
establishments dropped by more than 1,300, to
stand at less than one-third of the correspond
ing figure ten years previously. A major cause
of the surge in the demand for skilled nursing
care and the concomitant downturn in activi
ty in the other types of facilities was a change
in federal practices and regulations pertaining
to reimbursement for Medicare patients.
Public ownership and control is significant.
Given the changes that have occurred in recent
years, nearly 90 percent of intermediate nurs
ing and personal care employment was in state
institutions. By 1987, about one-fifth of the
skilled nursing care facility employment was in
public, chiefly county, organizations.
O th er. This category—consisting chiefly of
medical and dental laboratories, outpatient
clinics, and home health care organizations—
is much smaller, but much faster growing than
the preceding three. In 1987, a little more than
6 percent of total health care employment was
in these units. A decade earlier they accounted
for about 4 percent. The 1987 total for this
group was more than double that of 1978.

4

Hospital
Private Practice
Nursing and
persona] care
facilities
Other health care
organizations
Total

—Emplojrcnent—
1978
1987
11,113
13,809
4,493
6,099

Percent
Change
1978-1987

Perceotage
of Tcital
1987
1978

24.3%
35.7

56.6%
22.9

57.7%
22.8

3,258

5,111

56.9

16.6

19.1

785
19,649

1,690
26,709

115.3

4.0
100.0

100.0

35.9

6.3

SOURCE: Montana Department of Labor and Industry, Research and Analysis
Bureau, unpublished data (Helena, MT, 1978 and 1987).
NOTE: Figures do not include the self-employed.

Table 4
Health Care Employment by Provider and
Selected Multi-County Areas
1978 and 1987
Number of
Worliters
1987
1978

1978- 1987
Chaiage
Percent
Number

Big Three counties*
Hospitals
Private Practice6
Nursing homes
Other

7,110
4,095
2,156
658
201

10.436
5,850
2,778
1,314
494

3,326
1,755
622
656
293

46.8%

Big Seven counties*
Hospitals
Private Practice6
Nursing homes
Other

11,527
6,529
3,335
1,318
345

16,867
8,634
4,425
2,498
1,310

5,340
46.3
7,105
32.3
32.6
1,090
1,180
89.5
965 279.7

Rest of state"
Hospitals
Private Practice6
Nursing homes
Other

8,122
4,584
1,158
1,940
440

9,842
5,175
1,674
2,613
380

1,720
591
516
873
-60

Montana, total
Hospitals
Private Practice6
Nursing homes
Other

19.649
11,113
4,493
3,258
785

26,709
13,809
6,099
5,111
1,690

7,060
2,696
1,606
1,853
905

42.9
26.6
99.7
145.8

21.2
1Z9
44.6

34.7
-74.4
35.9
24.2
35.7
56.9
115.3

SOURCE: Montana Department of Labor and Industry, Research and Analysis
Bureau, unpublished data (Helena, MT, 1978 and 1987).
^Yellowstone, Cascade, and Missoula counties.
‘includes practitioners in private practice and their employees.
The “Big Three” counties plus Flathead. Gallatin, Lewis and Clark, and
Butte-Silver Bow counties
The forty-nine remaining counties not in the "Big Seven."
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HEALTH CARE
In summary, hospitals are by far the largest
health care category and have experienced the
biggest increase in employment. Nursing home
employment had the fastest growth. There has
been a major structural change in this group—
employment in skilled nursing care facilities has
risen rapidly while steep declines occurred in
the other components. And finally, public
ownership and operation is of consequence only
in the hospital and certain nursing home
sectors.
Table 5
Distribution of Health Care Employment
by Provider and Selected
Multi-County Areas
1978 and 1987
(in Percent)
Big Three
Counties*

Big Seven
Counties'1

Rest of
State1

Montana
Total

Hospitals
1978
1987

36.9%
42.4

58.8%
82.5

41.2%
37.5

100.0%
100.0

Private Practice4
1978
1987

48.0
45.6

74.2
72.6

25.8
27.5

100.0
100.0

Nursing homes
1978
1987

20.2
25.7

40.4
46.9

59.6
61.1

100.0
100.0

25.6
29.2

44.0
77.5

66.1
22.5

100.0
100.0

36.2
39.1

58.7
63.2

41.3
36.9

100.0
100.0

Other
1978
1987
Montana, total
1978
1987

Supplementing the Big Three is a group of
four additional counties— Flathead, Gallatin,
Lewis and Clark, and Silver Bow. This “Big
Seven” group contains the major employment
centers and the most populous counties in Mon
tana. Not one of the remaining forty-nine coun
ties had as much as half the covered
employment as the smallest Big Seven county.
Another delineation is possible: The Big Seven
include all those counties with more than 1,000
health care employees in 1987.
Employment data for the Big Three, the Big
Seven, and the remainder of the state by pro
vider groups are presented in table 4. The ma
jor observations relate to the Big Three and the
Big Seven.
• The Big Three accounted for the largest
employment gains, about 3,326 (more than
45 percent) of the statewide increase of
7,060. Yellowstone County had the greatest
increase, about 56 percent. Next was
Missoula County, which rose about 44 per
cent. In third place was Cascade County
with a gain slightly smaller than Missoula,
about 39 percent. The Big Three’s fraction
of total statewide health care employment
grew steadily over the period.

SOURCE: Montana Department of Labor and Industry, Research and Analysis
Bureau, unpublished data (Helena, MT, 1978 and 1987).
NOTE: Percentage detail for “Big Seven” and “Rest of State” may not add
to 100 because of rounding.
"Yellowstone, Cascade, and Missoula counties.
*The “Big Three” counties plus Flathead, Gallatin, Lewis and Clark, and
Butte-Silver Bow counties.
^The forty-nine remaining counties not in the “Big Seven.”
Includes practitioners in private practice and their employees.

Spati al Di st r i but i on
in M o n t a n a
illings, Great Falls, and Missoula are
Montana’s three major trade and medical
centers. Henceforth, we will denote them as the
Big Three.” Yellowstone, Cascade, and
Missoula counties are the three largest in terms
Photo by Jeffrey Smith, Public Information
of population. With respect to health care, each
St. Patrick Hospital, Missoula, Montana
had two non-specialty hospitals in 1987.
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“Of the more
than 7,000
new jobs in
health care,
three-quarters
were in the
seven largest
counties, and
nearly half
was in the
biggest three
counties”

The
Dist

• Of the statewide increase in health care
employment, about three-fourths occurred
in the Big Seven counties. Silver Bow,
which had a drop in total employment of
about one-sixth, had a health care employ
ment gain of approximately 100, roughly
7 percent. Among others in the Big Seven,
Flathead and Lewis and Clark counties had
the greatest ten-year growth percentages of
more than 80 percent and nearly 60 per
cent, respectively.
Some other things should be noticed. In the
rest of the state there was a gain in health care
employment of more than 1,800, about 21.1 per
cent, despite a decline of more than 3,800 total
covered employment. Stated differently, the
non-health care employment in the remaining
forty-nine Montana counties declined by more
than 5,600, a drop approaching 6 percent, from
1978 to 1987.
Although not shown in table 4, gains in
health care employment were registered in fortyfour of the state’s fifty-six counties. Of the other
twelve, three reported no health care employ
ment during the period and nine had declines.
In no case did the decline exceed 100 health care
workers.
The highlights of the spatial distribution of
Montana’s health care employment show that
during a decade of level total employment,
health care employment grew rapidly and this
increase was concentrated in the largest coun
ties. However, most of the rest of the state also
registered gains.

the Big Seven counties. This provider group
showed a greater concentration in the Big Three
and the Big Seven than any of the other groups.
(3) Nursing home employment was less concen
trated in the larger counties—in 1987 more than
half of this group’s employment was still in areas
outside the Big Seven. (4) For the “Other”
category, a sharp drop was registered in the frac
tion of that employment in the non-Big Seven
counties. The big offsetting gain came as home
health agencies emerged or grew, particularly
in those Big Seven counties other than the Big
Three. Overall, all groups, other than the prac
titioners, tended toward more concentration in
Montana’s more urbanized counties.

C o n c l u s i o n

ooking at health care employment in the
United States and Montana over the tenyear period from 1978 to 1987 reveals that: (1)
Taking into account Montana’s static economy
and the substantial growth in the nation, Mon
tana’s health care sector employment grew more
rapidly than the nation’s. (2) Montana’s health
care employment was a larger component of
total employment than was true for the nation.
In 1987, one of ten Montana workers worked
in the health care industry; for the United
States, the ratio was one in fifteen. (3) Hospitals
were the leading provider group throughout the
period and they also experienced the largest
amount of employment gain. However, nurs
ing homes reported the fastest pace of growth.
(4) Nearly two-thirds of Montana’s health care
Changing Spatial
employment was in the seven largest counties
(as measured by both total employment and
ribution
population). Almost 40 percent was in the three
largest counties—Cascade, Missoula, and
Yellowstone. (5) Of the more than 7,000 new
able 5 presents data illustrating the shifts
jobs in health care, three-quarters were in the
in the geographic concentration of the
seven largest counties, and nearly half was in
various provider groups. Here the percentages
the biggest three counties.
of each provider group in the Big Three, the
Big Seven, and the rest of the state for 1978 and
1987 are given. Note the following: (1) Employ
ment in hospitals became more concentrated
Rudyard Goode is professor of finance, School of
in the Big Three and the Big Seven. (2) The frac
Business Administration, University of Montana.
tion of practitioner employment in the Big
Three declined slightly but was still nearly half
of the group total. About three-quarters was in
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Econom ic Trends in
Ravalli C ounty
By Paul E. Polzin

Bitterroot National Forest

"

II
»his study examines the
I economy of Ravalli County
I to identify recent economic
trends and their underlying
causes. Particular emphasis will be
placed on transfer payments—Social
Security benefits, certain government
pensions, unemployment and welfare
payments, and food stamps—because
their role in the economy has been the
topic of considerable discussion.
Ravalli County has been growing
relatively quickly. Its increases exceeded
the statewide averages and those ex
perienced by other western Montana
counties. However, Montana, western
Montana, and Ravalli County all saw
sharp decelerations in growth rates in
the 1980s relative to the 1970s.
Nonlabor income (transfer pay
ments, income of commuters, and
dividends, interest and rents) is propor
tionately more important in Ravalli
County than elsewhere in Montana.
In particular, transfer payments are
almost one-third larger in Ravalli

Montana Business Quarterly /W inter 1989

IQ

espite the
declines in growth rates,
Ravalli County equaled
or outperformed both
Montana and western
Montana in the 1970s
and 1980s.”
County than statewide, when ex
pressed as a proportion of total per
sonal income. Conversely, labor
income—the income earned from the
production of goods and services—is
relatively less important in Ravalli
County than throughout Montana.
All components of personal income
experienced decelerated growth in the
1980s. Even so, Ravalli County con
tinued to outpace the rest of Montana
in terms of increases in almost all
categories. Transfer payments were the
most rapidly growing component of

personal income statewide and in
Ravalli County.
There are proportionately more per
sons of retirement age in Ravalli Coun
ty, but the excess is not great. These
persons may account for the relative
importance of transfer payments and
dividends, interest, and rents. The
rapid growth of retirement payments
in Ravalli County during the 1980s
was due in about equal amounts to in
creases in the number of retirees and
rising payment schedules for Social
Security and Medicare.
The forest resources account for
most of the economic base in Ravalli
County. Taken together, the wood pro
ducts industry and the Bitterroot Na
tional Forest represents more than
one-half of the economic base, as
measured by labor income. During the
1980s, nonfarm basic labor income in
Ravalli County outperformed its
statewide counterpart.
Neither transfer payments nor the
basic industries provided a satisfactory

7
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Table 1
Selected General Economic Indicators
Ravalli County, Six Western Counties
and Montana
1970,1980, and 1987
Population (persons)
Ravalli County
Six western counties
Montana
Per capita Income (1987$)
Ravalli County
Six western counties
Montana
Nonfann labor income (millions 1987$)
Ravalli County
Six western counties
Montana
Total personal income (millions 1987$)
Ravalli County
Six western counties
Montana

1970
14,409
140,282
694,409

1980
22,493
177,140
786,624

1987
25,200
188,700
809,500

$5,941
6,583
7,126

$10,098
11,564
12,315

$

46.1
717.2
3,302.6

$

$

$

86.4
923.5
4,966.5

.

.

,

1970-80 1980-87
4.6
2.4
1.3

1.7
0.9
0.4

$10,143
11,423
12,292

5.4
5.8
5.6

0.1
■0.2
-0.0

99.6
1,483.2
6,608.7

$ 107.4
1,444.2
6,093.1

8.0
7.5
7.2

1.1
0 .4
•1.2

228.6
2,048.4
9,711.1

$ 255.8
2,155.2
9,946.4

10.2
a3
69

1.6
0 .7
0.3

Source: U S. Department of Commerce, Bureau of Economic Analysis, Regional Economic
Information System, unpublished data (Washington, D.Cn 1989).
Note: The six western counties are Flathead, Lake, Lincoln, Mineral, Missoula, and Sanders.

explanation of the 1980 trends in
derivative labor income in Ravalli
County. These findings are consistent
with other research and suggest that
caution be used in dealing with
transfer payments because they may
not be equivalent to the income
earned in the basic industries.

Population

An economy consists of people. The
number of residents provides a
measure of the overall size of a region;
population change is an indicator of
general economic health.
The population of Ravalli County
was about 25,200 in 1987, up from
22,493 in 1980 and 14,409 in 1970.
Between 1970 and 1980, the number
of Ravalli County residents increased
an average of 4.6 percent per year.
From 1980 to 1987, the average growth
he economic performance of
rate declined to 1.7 percent per year.
Ravalli County will be analyzed
using data for population, per capita Montana’s population grew about
1.3 percent per year during the 1970s,
income, nonfarm labor income, and
and then decelerated to 0.4 percent per
total personal income. Each of these
year in the 1980s. The population of
indicators measures a different aspect
western Montana increased 2.4 per
of a region’s economy and, taken
cent per year from 1970 to 1980, and
together, they provide a good overview
then rose 0.9 percent per year between
of local economic performance. In
1980 and 1987.
order to put Ravalli County into
perspective, comparable figures are
also provided for Montana and the six
Per Capita Income
Per capita income is total personal
other counties in western Montana
income divided by population. It is an
(Flathead, Lake, Lincoln, Mineral,
indicator of average economic well
Missoula, and Sanders). Data for all
four indicators are provided in table 1.
being. Per capita income determines

General Economic
Indicators

T

8

the amount of goods and services
demanded by the “typical” resident of
a region. In order to correct for infla
tion, the income figures have been
converted to constant 1987 dollars.
Per capita income in Ravalli Coun
ty was $10,143 (1987 dollars) in 1987.
This figure was about 82.5 percent of
the statewide average of $12,292 (1987
dollars) and roughly 88.8 percent of
per capita income in western Mon
tana. Per capita income rose about 5.4
to 5.8 percent per year in all three
areas during the 1970s, but was
roughly stable in the 1980s.

Nonfarm Labor Income
Nonfarm labor income is equal to
the wages and salaries, proprietors’ in
come and other labor income (in
cluding certain fringe benefits) of all
persons working at nonfarm jobs. The
changes in nonfarm labor income,
after correcting for inflation, are a
good measure of the changes in the
production of goods and services in a
region. Agriculture has been excluded
because the volatility of farm income
may mask important trends elsewhere
in the economy.
Nonfarm labor income in Ravalli
County grew about 8.0 percent per
year during the 1970s, and then bare
ly inched upward at about 1.0 percent
per year in the 1980s. In Montana,
nonfarm labor income rose about 7.2
percent per year from 1970 to 1980,
but then declined an average of about
1.2 percent between 1980 and 1987.
Nonfarm labor income in western
Montana rose 7.5 percent per year
during the 1970s, but then decreased
an average of 0.4 percent per year in
the 1980s.

Total Personal Income
Personal income is the income from
all sources, including labor income,
transfer payments (i.e. Social Securi
ty and Medicare payments), dividends,
interest, and rents. Personal income
measures the ability of consumers to
purchase goods and services.

Montana Business Quarterly /W inter 1989
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Total personal income in Ravalli
County, after correcting for inflation,
increased an average of 10.2 percent
per year in the 1970s and then
decelerated to 1.6 percent per year in
the 1980s. Repeating the trend of the
other economic indicators, personal
income growth also diminished in the
other areas. Statewide, it declined from
6.9 percent per year between 1970 and
1980 to 0.3 percent per year from 1980
to 1987. In western Montana, personal
income rose 8.3 percent in the 1970s
and 0.6 percent per year in the 1980s.

Table 2
Total Personal Income by Major Component
Ravalli County and Montana
— Millions of 1987 Dollars----- — Percentage of Total-----Ravalli County
Montana
Ravalli County Montana
Total personal income
Social Security contribution
Residence adjustment
Dividends, interest and rents
Transfer payments
Labor income

$ 2S5.8
•8.1
22.9
67.2
61.9
111.9

$9,946.4
-442.4
11.3
1,979.0
1,852.5
6,546.0

100.0
•3.1
a9
26.3
24.2
438

100.0
•4.5
ai
19.9
138
65.8

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Regional Economic
Information System, unpublished data (Washington, D.C., 1989).

Summary of the General
Economic Indicators
The general economic indicators
suggest several general trends concern
ing the Ravalli County economy.
• Ravalli C ounty experienced
growth throughout the 1970s and
the 1980s.
• There was a sharp deceleration in
Ravalli County’s growth in the
1980s.
• Montana and western Montana
also experienced declining growth
rates in the 1980s.
• Despite the declines in growth
rates, Ravalli County equaled or
outperformed both Montana and
western Montana in the 1970s and
the 1980s.

The Structure of
Personal Income in
Ravalli County
istinguishing features of a
regional economy may be iden
tified and analyzed by looking at
components of personal income. Table
2 presents 1987 personal income by
major component for Ravalli County
and Montana. To facilitate com
parisons, the figures have also been ex
pressed as percentages of total personal
income.

D
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Note: The personal contributions for Social Security are subtracted from the other components to
derive total personal income. Totals may not add due to rounding.

Table 3
Personal Income by Major Component
Ravalli County and Montana
1970,1980, and 1987
------Mi llions of 19871dollars —
1970

1980

1967

S 86.4

$ 228.6

$ 255.8

17.3
14.6
6.0
51.2

56.5
45.4
27.5
105.2

67.2
61.9
22.9

ma

$4,966.5

$9,711.1

692.6
554.2
-2.4
3,902.4

1,644.2
1,488.6
10.0
6,995.2

Rate ol’Change
-------(Pet vent) —
1970-80

1980-87

Ravalli County
Total personal income
Dividends, interest
and rents
Transfer payments
Residence adjustment
Labor income

m2

1.6

$9,946.4

39

0.3

1,979.0
1,852.5
11.3
6,546.0

9.0
10.1
NA
6.0

2 .7

Montana
Total personal Income
Dividends, interest
and rents
Transfer payments
Residence adjustment
Labor income

36
1.8
-0.9

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Regional Economic
Information System, unpublished data (Washington, D.C., 1989).

Labor income accounts for a much
smaller portion of personal income in
Ravalli County than in Montana. Ap
proximately 44 percent of personal in
the
come in Ravalli County was earned as
wages and salaries, proprietors’ in
come, or other labor income. The cor
responding figure for Montana was
almost 66 percent. The lower percen
tage for Ravalli County suggests that
a much smaller share of its personal

income was derived from the local pro
duction of goods and services. In other
words, labor force participation in
come was relatively smaller in Ravalli
County than in Montana.
Correspondingly, nonlabor income
is relatively much more important in
Ravalli County. Transfer payments,
the residence adjustm ent, and
dividends, interest, and rents, taken
together, accounted for 59.5 percent
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of personal income in Ravalli Coun
ty, as compared to 38.6 percent
statewide. Each of these sources of in
come will be examined in detail.
Transfer payments represented
about 24.2 percent of personal income
in Ravalli County, as compared to
18.6 percent for Montana. Transfer
payments are income payments to per
sons for which they do not render cur
rent services. For the most part, they
are government retirement payments,
such as Social Security and Medicare.
In Ravalli County, these retirement
payments accounted for roughly 90
percent of all transfer payments in
1987.
Dividends, interest, and rents repre
sent about 26.3 percent of personal in
come in Ravalli County, and 19.9
percent statewide. They include both
dollar amounts received, plus estimates
of imputed interest and rents. Imputed
rents include estimates of owneroccupied farm and nonfarm dwellings.
Imputed interest includes the excess of
income received by financial in
termediaries over income disbursed by
these intermediaries to persons. There
are no details for Ravalli County, but
nationwide the imputed components
accounted for about 25 percent of total
dividends, interest, and rents.
Residence adjustment takes into ac
count persons who live in one jurisdic
tion but work in another. For Ravalli
County, the figure of $22.9 million
primarily represents persons working
in nearby Missoula County. The $11.3
million residence adjustment for Mon
tana represents the net adjustment for
those who live in the state but work
elsewhere, or vice versa. The statewide
figure is much smaller than the
number for Ravalli County because
the intercounty commuting is netted
out.
Social Security contributions are the
payments by individuals to the various
federal social insurance programs.
They are subtracted from the other
components to arrive at total personal
income.
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In summary, the im portant
characteristics of the Ravalli County
economy as revealed by personal in
come are that:
• Nonlabor labor income is much
more important in Ravalli Coun
ty than elsewhere in Montana.
Transfer payments and dividends,
interest, and rents may be relative
ly more important because of the
disproportionate num ber of
retirees in the county. This
possibility will be examined later.
• There are a significant number of
commuters who live in Ravalli
County but work elsewhere,
primarily Missoula.

Population Agee j
Ravalli Cor]

1970,11

----- Number of Persoi j
1970
I960 ]

Ravalli County
Total population
Aged 50-64
Aged 65 and older

14,409
2,400
2,200

22,500
3,400
3,000

694,409
102,300
66,700

786,624
106,600
84,900

Montana
Total population
Aged 50-64
Aged 65 and older

Source: U.S. Department of Commerce, Bureau o
Bureau of Business and Economic Research (Mis*

Personal Income
Growth in Ravalli
County
Transfer Paymen
Ravalli Co*

1970.1
more detailed picture of trends
during the past few decades and
— Milliot
how they compare to statewide
1970
averages is revealed by taking a closer
Ravalli County
look at the growth in personal income
Total transfer payments
S 144 >1
Income maintenance
and its components. Table 3 presents
14
and unemployment
182
Retirement and other
the relevant data for Ravalli County
Per person aged 65
86,026 I'
and Montana.
and older (1987S)
Transfer payments grew rapidly. In
Montana
554.2
Total transfer payments
fact, they were the most rapidly grow
Income maintenance
ing source of personal income in both
54.1
and unemployment
goal
Retirement and other
Montana and Ravalli County with the
Per person aged 65
$7280 *j
and older (1987S)
one exception—the 1970s in Ravalli
Source:
U
5.
Department
of
Commerce,
Bureau of
County. Transfer Payments increased
unpublished data (Washington, D.C, 1989): and U
about 12.0 percent per year in Ravalli
Research, unpublished data (Missoula, Montana, 1County during the 1970s and 4.5 per
cent per year in the 1980s. In Mon
tana, the increases were 10.1 percent
between 1970 and 1980 and 3.6 per
1987.
cent per year from 1980 to 1987.
The trends in labor income are very,
Ravalli County dividends, interest,
similar to those for nonfarm labor income,
and rents rose about 12.5 percent per
which was examined earlier. That is, the ;
year from 1970 to 1980, and then 2.5
healthy increases in both Ravalli County,
percent per year in the 1980s. The cor
and Montana during the 1970s were re
responding statewide figures were 9.0
placed by slow growth or even decline in :
percent per year in the 1970s and 2.7
percent per year between 1980 and
the 1980s.

A
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i i j n the 1980s, transfer payments were the most
JL rapidly growing component of personal income
in both Ravalli County and Montana.”

ears and Older
Montana
1987
Average Annual
Rate of Change
(Percent)
— Percentage of Total—
1970-80 1980-67 1970
1980
1987

personal income in both Ravalli
County and Montana.
• Despite the decelerations, Ravalli
County outperformed Montana in
terms of growth in all the com
ponents of personal income, with
the exception of the residence ad
justment, in both the 1970s and
the 1980s.

[ In summary, the trends in the major components of personal income were as follows:
I * There were sharp decelerations during
: the 1980s in all components of personal
income for both Ravalli County and
, Montana.
I * In the 1980s, transfer payments were the
most rapidly growing component of

cent of the population. There were
about 3,300 persons fifty to sixty-four
years old in Ravalli County, represen
ting about 13.1 percent of the total.
The corresponding figure for Montana
was 12.7 percent. Nationwide, about
12.2 percent of the population was
sixty-five or older and 13.5 percent was
fifty to sixty-four years old.
Ravalli County has long been a
home for retirees. Persons fifty to sixtyfour years old and sixty-five and older
represented a larger share of the
population in Ravalli County than in
Montana during both 1970 and 1980.
In terms of growth, Ravalli County ex
his section takes a closer look at
ceeded the statewide averages for both
retirees in Ravalli County.
age groups during the 1970s, but in
Unfortunately, there are no accurate
creased at about the same rate as Mon
figures for those who are “retired.”
tana in the 1980s.
Therefore, data for the age structure
What do these numbers mean?
of the population and the components
Simply, there are proportionately
of transfer payments will be used to
more persons of retirement age in
identify and analyze this group. In the
Ravalli County, but the differences are
process, further light will be shed on
not all that great. If Ravalli County
the reasons for the rapid growth in
in 1987 were at the statewide average,
transfer payments noted earlier.
there would have been roughly 3,100
The number of persons of retirement
persons sixty-five years and older
age in Ravalli County and Montana
(0.122 x 25,300 = 3,087). This is on
are presented in table 4. The tradi
ly 400 less than the actual number of
tional definition includes those sixty3,500. Similarly, using the statewide
five years old and older. But, the trend
average, there would have been about
toward early retirement and “semi3,200 persons fifty to sixty-four years
retirement” suggests that younger age
old in Ravalli County (0.127 x 25,300
categories also be examined. Conse
= 3,213), which is only 100 less than
quently, data are also presented in
the actual figure. The most rapid
table 4 for the number of persons fif
growth in retirement age persons in
ty to sixty-four years of age.
Ravalli County occurred in the 1970s.
There were about 3,500 persons who
Between 1980 and 1987, the increases
were sixty-five years or older in Ravalli
were at about the statewide average.
County in 1987, accounting for 13.9
Turning next to the income received
percent of the population. Statewide,
by retirees, the data presented in table
this group represented about 12.2 per
5 subtract income maintenance and
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<8
3.5
31

1-2

ae
2.1

1.7
-0.4
2.2

10a0
10.7
15.3

100.0
15.1
133

1000
131
139

34
-3 3
2.2

1000
14.7
89

WO
138
137

1030
12.7
12.2

a (Washington, D.C.); and Univenity of Montana,
ana).

Retirees in Ravalli
County

ajor Component
I Montana
11987
DoU“ * —
1987

Average Annual
Rate of Change
(Percent)
1970-1980 1980-1987

* 81.9

1Z0

4.5

5-8
58.1

14.0
11.8

2.3
4.8

818,023

34

2.5

1*8523

131

ae

1783
1,6763

ii,g

a8

817,020

7.6

1.7

39

39

'Analysis, Regional Economic Information System,
t Montana, Bureau of Business and Economic
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Table 6
Labor Income by Major Industry
Ravalli County and Montana
1987
Millions o f 1987 Dollars
Ravalli
Montana
County
Total labor income
Agriculture
Agriculture and forestry services
Mining
Contract construction
Manufacturing
Lumber and wood products
All other
Transportation, communication
and public utilities
Wholeseale trade
Retail trade
Finance, insurance, real estate
Services
Government
Federal civilian
Military
State - local

Percentagie of Total
Ravalli
Montana
County

$ 111.9
4.5
1.6
0.3
9.3
15.8
11.3
4.5

$6,546.0
452.9
40.8
200.6
395.8
548.7
223.3
325.4

KQ0
4.0
1.4
0.3
8.3
14.1
10.1
4.0

w oo
6.9

10.5
3.3
12.7
4.2
23.6
26.1
11.6
0.9
13.6

655.8
345.0
733.2
287.1
1,491.9
1,394.1
344.7
111.6
937.8

A4
2.9
11.3
38
21.1
234
10.4
0.8
12.2

130
33
11.2
4.4
22.8
21.3
33
1.7
14.3

0.6
31
8.0
34
34
30

Source: US. Department of Commerce, Bureau of Economic Analysis, Regional Economic
Information System, unpublished data (Washington, D.C., 1989).
Note: Totals may not add due to rounding.

unemployment-related items included
in transfer payments. The amount re
maining provides a rough measure of
governm ent
retirem ent-related
payments. To put these figures into
perspective, they have been divided by
the number of persons sixty-five years
of age and older. Transfer payments
do not include payments from private
pensions and the dividends, interest,
and rents that may be received by
retirees.
The retirement and other payments
represent the majority of transfer
payments. These components ac
counted for 90.4 percent of total
transfer payments in both Ravalli
County and Montana. Following the
pattern seen repeatedly in the other
data, retirement and related payments
in Ravalli County grew faster than the
statewide average throughout the
period, but experienced a sharp
deceleration in the 1980s.
The underlying causes of the growth
in retirement payments may be iden
tified by combining the per person
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payments with the number of persons
sixty-five and older, reported in table
4. Specifically, the 11.9 percent annual
rate of growth in retirement and
related payments in Ravalli County in
the 1970s was the result of a 3.1 per
cent increase in the number of persons
combined with an 8.4 percent rise in
the average payment. Similarly, the 4.8
percent annual growth in the 1980s
was due to a 2.5 percent growth in
payments and a 2.2 percent growth in
the number of persons.
These figures suggest that the rapid
growth in retirement payments was
not due simply to the growth in the
number of retirees. It was also caused
by increases in the level of payments.
In fact, during the 1970s, increases in
the payments per person were much
more important than growth in the
number of retirees. In the 1980s, these
two sources were about equal in im
portance.
The growth in the per person
payments were mostly due to changes
in Social Security and Medicare. These

and other federal programs were
liberalized and the payment schedules
were significantly raised in the late
1970s. The increases were far more
modest in the 1980s. Given the cur
rent federal budget concerns, future
changes will probably be more similar
to those of the 1980s than the 1970s.
In summary, we can say the follow
ing about Ravalli County as a retire
ment community:
• There are proportionately more
retirees in Ravalli County but
their numbers are relatively small.
• Retirement payments have been a
rapidly growing source of income.
• T he grow th in retirem ent
payments in the 1980s was due in
about equal proportions to in
creases in the number of retirees
and rising payment schedules
associated with Social Security and
Medicare.

Labor Income and
the Basic
Industries
The Structure of the
Local Economy
Examination of labor income pro
vides insights into the types of goods
and services produced in a region,
because it is closely related to output
and production. In addition, the role
of basic industries as a source of local
economic growth is best analyzed us
ing labor income.
Table 6 presents 1987 labor income
for major industries in Ravalli Coun
ty and Montana. Once again, com
parisons have been facilitated by
converting the income figures to
percentages of total labor income.
When compared to the statewide
economy, the relatively most impor
tant industries in Ravalli County in
clude
contract
construction,
manufacturing (wood products), and
the federal government. Labor income
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in contract construction accounted for
about 8.3 percent of the total in Ravalli
County, as compared to 6.0 percent in
Montana. The relative importance of
this industry in Ravalli County does
not appear to be due to an abundance
of construction activity, but may in
stead reflect the unusually depressed
conditions in Montana, primarily the
eastern part of the state.
M anufacturing labor income
represented about 14.1 percent of total
labor income in Ravalli County, well
above the statewide figure of 8.4 per
cent. The wood products industry is
the dominant manufacturing activity
in Ravalli County. As a proportion of
total labor income, the wood products
industry was roughly three times more
important to Ravalli County than to
Montana.
The federal government is the other
disproportionately large industry in
Ravalli County. The labor income of
federal employees represented about
10.4 percent of the total in Ravalli
County, almost double the statewide
figure of 5.3 percent. The relative im
portance of the federal government can
be attributed to the employees of the
Bitterroot National Forest and the
Rocky Mountain Laboratory.
Ravalli County does not contain a
major city or trade center. Conse
quently, the trade and service in
dustries serve mostly local residents.
These categories are equal to or smaller
than their statewide counterparts in
terms of their contribution to labor
income.

are responsible for injecting new funds
into a local economy. These dollars
create additional incomes as they are
spent and respent in the derivative in
dustries.
The derivative industries are those
that serve the local population. Ex
amples include wholesale and retail
trade, most services, and local
government.
Labor income for the basic and
derivative industries in Ravalli Coun
ty is presented in table 7. The analysis
is best conducted using labor income

(1987 dollars) earned by federal workers
represented about 35 percent of the
total for all basic industries. The par
tial data that are available suggest that
about two-thirds of this total represents
the Bitterroot National Forest. The re
mainder may be attributed to the
Rocky Mountain Laboratory and
other federal agencies.
Workers in the wood products in
dustry earned about $11.3 million (1987
dollars) and accounted for about 31.8
percent of the total. If the labor income
earned by employees of the Bitterroot

Tabic 7
Labor Income - Basic and Derivative Industries
Ravalli County
1970,1980, and 1987
Thousands of 1987 Dollars

Total labor income
Basic
Agriculture
Nonfarm
Agriculture and forestry
services
Mining and railroads
Wood products manufacturing
Other manufacturing
Lodging and other8
Federal government
Derivative
Wholesale and retail trade
Finance, insurance, and
real estate
Sendees
State and local government
Other

Average Annual
Rate of Change
(Percent)

1970

1980

1987

1970-80

1980-87

$ 51.2
22.3
5.1
17.1

$ 105.2
36.5
5.6
30.9

$ 111.9
35.5
4.5
30.9

7.5
5.7
0.9
6.1

09
■0.4
•3 1
0.0

0.5
0.3
5.5
.3
.3
10.3
28.9
8.8

1.5
1.0
11.0
1.6
2.0
13.8
88.7
17.1

1.6
0.5
11.3
3.8
1.3
12.5
76.5
16.0

11.2
13.0
7.1
19.3
23.0
3 .0
9.0
6B

1.3
■9.9
04
135
-6 5
•1.5
1.5
■09

2.0
6.8
4.9
6.3

4.1
16.1
12.5
19.0

4.2
22.3
13.6
20.3

7.6
69
9.7
11.6

0.2
4.8
1.2
1.0

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Regional Economic
Information System, unpublished data (Washington, D.C., 1989).
“Including scientific and research organizations.

The Basic Industries
When analyzing a small region, such
as Ravalli County, economists divide
the economy into basic and derivative
industries. The basic industries consist
of firms or establishments, which are
located in the region but sell their pro
ducts elsewhere or are otherwise influ
enced by factors originating outside the
area. Examples in Ravalli County are
the wood products industry and the
federal government. Basic industries
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rather than employment because there
are significant differences between in
dustries in the wage rates and income
of the workers. In addition, labor in
come is a direct measure of the
amounts injected into the local
economy by workers in the basic in
dustries.
The largest single basic industry in
Ravalli County during 1987 was the
federal government. The $12.5 million

National Forest is combined with that
of the wood products industry, then
the forest resources account for roughly
55 percent of the basic labor income
in Ravalli County.
The other basic industries include
agriculture (12.7 percent), agricultural
and forestry services (4.5 percent), min
ing and railroads (1.4 percent), other
manufacturing (10.7 percent), and lodg
ing and other (3.7 percent). The last
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Millions of
1987 dollars

Figure 1
Derivative Labor Income
Actual and Predicted
Ravalli County
1970 -1987

category includes hotels and motels,
which are a major component of the
travel and recreation industry, and
scientific and research organizations,
which includes Ribi Immunochem.
The trends in basic and derivative
labor income display the same patterns
seen in the other components of personal income, namely significant
growth in the 1970s followed by a
sharp deceleration in the 1980s. For example, derivative labor income in'
creased at an average of 9.0 percent per
year in the 1970s, followed by average
growth of only 1.5 percent per year in
the 1980s. Similarly, nonfarm basic
labor income rose 6.1 percent per year
between 1970 and 1980, and it was
stable between 1980 and 1987.
Agriculture is usually analyzed
separately from the nonfarm basic industries because farm labor income is
volatile and often influenced by one'
year conditions, such as a drought, and
these fluctuations conceal important
trends elsewhere.
Looking at the specific industries
reveals that the greatest percentage of
growth in the 1980s among basic industries was in other manufacturing
(13.5 percent), which includes a vanety of small firms such as a recreation
equipment producer. The wood pro
ducts industry increased an average of
0.4 percent per year. Among the
derivative industries, the fastest growth
was in services. Further analysis re
vealed that the largest increases were
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in medical services, but almost all ser
vice categories such as legal and
business services posted significant
gains during the 1980s.
Even though nonfarm basic income
in Ravalli County was stable and did
not grow from 1980 to 1987, its per
formance was well above average for
Montana. Statewide, nonfarm labor
income declined an average of 3.7 per
cent per year during the same period.
Similarly, the 1.5 percent per year in
crease in Ravalli County derivative
labor income exceeded the 0.1 percent
annual decline for Montana derivative
labor income.
In summary, the largest industries in
Ravalli County are associated with the
forest resources; they include the wood
products industry and the Bitterroot
National Forest. Also significant are
the Rocky Mountain Laboratory and
a private scientific and research
organization. Labor income in the
basic and derivative industries in
creased rapidly in the 1970s and then
decelerated in the 1980s. The fastest
growing derivative industry between
1980 and 1987 was services.

will see how well these relationships
explained the deceleration of the
1980s.
We will investigate the ability of the
basic industries and transfer payments
to explain the trends in derivative
labor income. Conceptually, transfer
payments, the income of commuters
(the residence adjustment), and
dividends, interest, and rents are
similar to the basic industries in that
they also represent new dollars which
may be spent in the local economy.
Dividends, interest, and rents are a
combination of monetary and imputed
values from local and nonlocal
sources. They were not included in the
analysis because the findings would be
very difficult to interpret.
Preliminary investigations found the
residence adjustment to be unrelated
to Ravalli County derivative labor in
come and it was not included in subse
quent analyses. These dollars are
probably spent mostly in Missoula;
these commuters live mostly in the
northern portion of Ravalli County
and are in Missoula each working day.
The three alternatives to be exam
ined are that 1980 trends in derivative
labor income are caused by:
1. Nonfarm basic labor income.
2. Transfer payments.
3. Both nonfarm basic labor income
and transfer payments.
The findings of the statistical
he various data have now been
analysis are summarized in figure 1.
assembled and they can be used
The line labeled actual is derivative
to directly address the questions con
cerning the causes of growth in Ravalli
labor income in Ravalli County. Non
farm basic is the predicted derivative
County. Specifically, we now turn to
the derivative industries and attempt
labor income using only nonfarm basic
labor income as a causal factor; Trans
to analyze and explain the trends in
is the predicted derivative labor in
labor income.
come using only transfer payments;
A dominant feature of all the data
and Trans and basic is predicted
series was rapid growth in the 1970s
followed by very slow growth in the
derivative labor income using both
nonfarm basic and transfer payments.
1980s. We will use this change to
It does not require a Ph.D. in
evaluate various potential causes of
Economics to see that none of the fac
economic growth. We will first iden
tify the relationship that existed in the
tors provide a good explanation of
1970s between derivative labor income
derivative labor income in Ravalli
and various causal factors. Then, we
County during the 1980s. The predic-

The Causes of
Growth in Ravalli
County

T

Montana Business Quarterly /W inter 1989

MATURE MARKET
tions using only nonfarm basic are persistently too low, while those using
transfer payments either alone or with
nonfarm basic are too high. Technically, the predictions using just nonfarm
basic are more accurate. As shown
below, their average error is smallest:
Causal Factor
Mean Error
Nonfarm Basic
-6,430
Nonfarm and
Transfer
12,656
Transfer Payments
19,754

The predictions derived using just
nonfarm basic also score slightly better using other diagnostic statistics.
These findings do not answer all the
questions concerning the respective
roles of the basic industries and other
factors in determining local economic
trends. They are consistent with
research findings for other geographic
areas, however. This research coneluded that caution should be used
when using transfer payments because

they do not appear to be equivalent
to the basic industries. The reason for
the differences is the subject of current
research.
□
_______________________________
pau[ p Polzin is director of the Bureau
of Business and Economic Research, and
pr0fess0r of management, School of
Business Administration, University of
Montana.
-----------------------------------------------

T he M ature M arket
By Aaron W. Andreason

M

ove over Yuppies, Yippies and Yumpies. It's the Opals (older people with active
lifestyles) who are becoming the primary consumer group of the 1990s and beyond,
a n d M o n ta n a will likely be one o f th o se states e x p erien cin g
major impact as the “mature market” becomes the new wave of the future of busine

Though there are some exceptions, for the
most part business has not heeded the warn'
ing signals that went up with the publication
of the 1980 census. That census, along with
subsequent updates, reported a rapid and
dramatic demographic shift in the average age
of Americans. In 1970, for example, the median
age of the U.S. population was twenty-eight. By
1980 it had risen to thirty. Now current indica
tions are that the median age of the population
will be 32.8 in 1990 and, by the year 2000, could
be as high as 36.5.
Major reasons for this “graying of America”
include a substantial drop in the fertility rate
following the post-war baby boom, and a longer
life expectancy. Montana, like the United States
in general, will have to face both the problems
and opportunities connected with an aging
population. In Montana, however, this situation
could be exacerbated due to the outmigration
of younger Montanans seeking employment out
side the state. The U.S. Bureau of the Census,
for example, reported that for the period 1980
to 1987 there was an estimated negative net
migration of 29,000 (i.e., 29,000 more people left
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the state than moved in). Montana reached its
peak population of approximately 825,000 in
1985 and has since declined. According to pro
jections by the U.S. Census Bureau of the Cen
sus, this decline is expected to continue through
the next decade. More important, however, is
the fact that not only is Montana loosing
population, but indications are that those leav
ing the state tend to be primarily the young of
the prime-age workforce and that, if it continues,
this trend could accelerate the “graying of Mon
tana” beyond the U.S. average.
The aging of the U.S. population has set off
a flurry of activity — as research and marketing
consulting firms attempt to acquaint their clients
with this powerful consumer market in order
to revise their strategic marketing plans and com
pete more effectively in the 1990s and on into
the twenty-first century. The new “core market
thrust” in the future will undoubtedly be middleagers and older, signaling an end to an almost
monolithic emphasis on youth. The following
represents some findings from current research
on this consumer market.
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Market

Characteristics

n 1900, (American Demographics, Feb
ruary 1986) people aged fifty and older
accounted for just 13 percent of the population;
today they represent more than twice that pro
portion. In particular, those who came of work
ing age in the 1940s and 1950s spent most of
their lives in a “period of extraordinary
economic influence,” which allowed them to ac
cumulate large amounts of financial resources.
Currently, of the nation’s total discretionary in
come, one-half accrues to householders aged fifty
and older, as compared to only one-fifth by
those younger than thirty-five. At this stage in
life, mortgage payments are generally lower or
paid off and the children are out of school. The
buying power of many fifty-and-olders substan
tially exceeds that which they had even during
their early years, and fully 77 percent of the
financial assets of all U.S. households are held
by those fifty and older. What is more, this con
sumer segment is growing rapidly and is expected
to explode when the post-war baby boom begins
to hit the half-century mark—shortly after the
middle of the 1990s.
Those who belong to today’s fifty-and-older
age cohort differ from their predecessors not
only in terms of size and affluence but also in
terms of lifestyle. They tend, for example, to be
better educated than previous groups, and the
level of education is expected to rise. This is
especially the case as many in this group return
to college to obtain a college degree. It is the
upsurge of these “non-traditional” students, in
fact, that has kept university enrollments steady
during a period of declining numbers of high
school graduates.
Contrary to the stereotypical ways in which
this age group has been portrayed, these in
dividuals tend also to be healthier than those
of similar age groups in the past. They are in
volved in more activities and have more interests
than previous generations; hence the term
“Opals” (older people with active lifestyles),
coined by gerontologist David Demko, to repre
sent them. These characteristics have made the
fifty-and-older age group a consumer market that
cannot be ignored—an attractive market for lux
ury goods and services and quality merchandise.

I

Aaron Andreason
is associate professor of managementy School of
Business Ad
ministration,
University of
Montana.
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They enjoy travel, recreation, and quality foods.
They utilize a high portion of convenience and
health-care goods and services. They represent
the “golden” market of the 1990s and beyond.

I m a g e

i n

A d v e r t i s i n g

he most significant change that business
will have to make in dealing with this age
group is one of attitude. Long stuck on youth
business will have to move away from “age typ
ing” stereotypes that have been so invidious in
the past. Until recently, older consumers were
usually confined to commercials for laxatives,
denture creams, and arthritis medications. And,
though there is some evidence that Madison
Avenue mavens are beginning to wake up, one
fact stands out from almost all studies: older
Americans resent what they perceive to be the
inaccurate and misleading stereotypes in adver
tising that portray them as being unattractive
and incompetent, sickly or silly.
Research on the fifty-and-olders indicates that
a new focus is necessary: one that portrays them
much as they see themselves, as active and at
tractive mature individuals who have accom
plished a great deal in their lives. To be effective,
advertising will also have to begin featuring
them in more dominant roles in family, business,
community, and public sector settings rather
than the subsidiary or peripheral roles in which
they have been cast in the past. Advertising will
have to portray them as accomplished in
dividuals who can make meaningful contribu
tions and not just as the crotchety grandparents
to those leading “real” lives. There is a need to
portray these people in advertising doing the
things that they do in real life: working, play
ing tennis, falling in love and buying new cars.

T

T h e

U

O l d e r

s e

o f

M o d e l s

n keeping pace with the current trend, some
models in advertising are beginning to show

I
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MATURE MARKET
up with lines of age and experience on their
faces, and the new motto may well be: “Maturity
Sells!” The model agency Rogers and Lerman,
for example, frequently receives requests for
models with “salt-and-pepper hair, wrinkles, and
character.” Currently, models aged fifty and older
account for about 20 percent of the agency’s
billings.
A major issue within current research,
however, is the reaction of the mature market
to being identified as a separate market and the
desirability of age-related ads directed at this
group through the use of older adult models.
In a review of the literature, Alan Greco (Journal of Advertising Research, June/July 1988) found
that many studies raise the question of whether
persons in older age categories actually see
themselves as belonging to that age group. It has
been suggested, for example, that many of the
mature market may actually see themselves as
ten or fifteen years younger than their
chronological age, and several studies further in
dicate that there should, therefore, be a match
between model age and product orientation.
The method of targeting a product for people
whose chronological age is sixty, therefore, may
have to be altered if they think of themselves
as fifty. This means that same age models may
be appropriate in advertising for products used
in particular by the mature market but not
necessarily for products in general use. Although
the use of more mature models is still recom
mended, the concept of “psychological age” must
still be taken into account.

the future may lie in “intergenera
tional marketing”—an attempt to tie
the generations together in the same
promotional campaign. Kodak,
for example, had a recent ad
campaign featuring children
taking pictures of their grand
parents. A current AT&T
commercial depicts an in
tergenerational conference call
with the birth of a new baby.

Diversification
or some firms, a change in product em
phasis or a revitalized advertising campaign
may not be enough for them to adjust to the
dramatic demographic shift now taking place.
Some companies will have to diversify in order
to stay in business. Gerber Products Co., for ex
ample, which once produced only baby food
(“Babies are our only business”) has gone into
life insurance and pre-packaged meals for single
dinners. Indeed, for many firms, future survival
may depend on movement in new directions to
provide goods and services catering to the grow
ing mature market.

F

G e a r i n g

U p

ince Montana may be one of the states that
will experience a major impact, Montana
businesses should begin now to gear up for the
shift toward the mature market. Among
Intergenerational
other things, these businesses should: (1) read
recent marketing, retailing, and advertising jour
nal articles pertaining to the mature market; (2)
Marketing
take advantage of recent psychographic or
“...Montana
lifestyle research (i.e., the Geromarket by Gold
businesses
ring & Co., Chicago, IL); (3) subscribe to
esearch further indicates that marketers
should
begin
magazines
(i.e.,
Modern
Maturity
and
Lear’s)
may be limiting their effectiveness if they
which
cater
to
this
market;
(4)
utilize
informa
only portray members of the mature market as
now to gear
tion about this market provided by marketing
associating with those their own age. In reality,
up for the
and consulting firms (i.e., The Futures of Group
members of this age group have very strong rela
shift
toward
of Washington, D.C. and the Mature Marketing
tionships with a lot of groups, especially their
Institute);
(5)
invite
older
or
retired
marketing
children and grandchildren. In addition, some
the mature
people back in for discussions; and (6) begin to
of that discretionary income carries over to pur
market.”
survey individual members of the mature market
chases for those of other generations. Therefore,
in their particular area.
□
some of the most significant opportunities in

S

R
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POPULATION ESTIMATES

PROVISIONAL 1988 COUNTY POPULATION ESTIMATES FOR MONTANA
rhile M ontana’s
population as a
whole increased
between 1980 and
1988, it actually lost
population during the
decade. It peaked at
825,000 in 1985 but
declined to 805,000
by 1988.

W

Source: Current Population Reports. Series P-26. No.
88-A “County Population Estimates: July 1,1988,1987
and 1986.” August 1989.
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(County estimates are rounded to the nearest hundred and state estimates to the nearest thousand. Percentages
are based on unrounded numbers.)
April 1,
Percent
July 1,
1980 Change,
1988
(Census) 1980-88
Montana......................................................................
805,000
786,690
2.3
Beaverhead County.................................................
8,300
8,186
2.0
Big Horn County.....................................................
10,900
11,096
-1.8
Blaine County..........................................................
7,000
6,999
-0.5
Broadwater County.................................................
8,300
8,099
6.0
Carbon County........................................................
8,300
8,099
2.4
Carter County.........................................................
1 ,600
1,799
-9.4
Cascade County......................................................
78,200
80,696
-3.1
Chouteau County....................................................
5,800
6,092
-5.4
Custer County.........................................................
12,700
13,109
-3.2
Daniels County........................................................
2,600____________ 2,835
-9.4
Dawson County......................................................
10,100
11,805
-14.7
Deer Lodge County.................................................
10,000
12,518 -20.3
Fallon County.........................................................
3,300
3,763
-11.5
Fergus County.........................................................
12,100
13,076
-7.4
Flathead County......................................................
58,600
51,966
12.7
Gallatin County......................................................
48,500
42,865
13.0
Garfield County......................................................
1,600
1,656
-4.0
Glacier County........................................................
11,100
10,628
4.2
Golden Valley County............................................
1,100
1,026
7.5
Granite County........................................................
2,600
2,700
-2.4
Hill County.............................................................
17,600
17,985
-2.0
Jefferson County.....................................................
8,300
7,029
18.4
Judith Basin County................................................
2,500
2,646
-6.5
Lake County............................................................
21,100
19,056
10.5
Lewis and Clark County........................................
47,000
43,039
9.2
Liberty County........................................................
2,300
2,329
0.0
Lincoln County........................................................
18,700
17,752
5.5
McCone County......................................................
2,500
2,702
-9.1
Madison County.....................................................
5,600
5,448
3.5
Meagher County.....................................................
2,000
2,154
-6.1
Mineral County......................................................
3,400
3,675
-7.0
Missoula County.....................................................
78,300
76,016
3.0
Musselshell County.................................................
4,300
4,428
-2.0
Park County...........................................................
12,300
12,869
-4.8
Petroleum County....................................................
600
655
-15.0
Phillips County........................................................
5 ,400
5,367
0.8
Pondera County......................................................
6,700
6,731
-0.4
Powder River County.............................................
2,200
2,520
-12.5
Powell County.........................................................
6,800
6^958
-3.0
Prairie County.........................................................
1,600____________ 1,836
-15.0
Ravalli County.......................................................
25,700
22,493
14.1
Richland County.....................................................
11,800
12,243
-3.6
Roosevelt County...................................................
11,100
10,467
6.4
Rosebud County......................................................
12,200
9,899
23.6
Sanders County......................................................
8,600
8,675
-1.0
Sheridan County.....................................................
5,200
5,414
-3.7
Silver Bow County.................................................
33,200
38,092
-13.0
Stillwater County....................................................
6,300
5,598
12.7
Sweet Grass County................................................
3 ,200
3,216
-0.6
Teton County..........................................................
6,100____________ 6,491
-5.9
Toole County..........................................................
5 ,100
5,559
-7.7
Treasure County.....................................................
900
981
-6.6
Valley County.........................................................
8,400
10,250 -18.2
Wheatland County..................................................
2,200
2 359
-7.2
Wibaux County........................................................
1,300
1,476 -15.1
Yellowstone County................................................
116,400
108,035
7.8
Yellowstone National Park.....................................
100
66
-3.0
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